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AICPA Washington Report
July 5, 1976, Volume V, Issue 19
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AGRICULTURE, DEPARTMENT OF
The Department will now require schools to insure that an accountability statement 
is included on applications for free and reduce-price meals served under the 
National School Lunch and School Breakfast Programs, and for free milk served 
under the Special Milk Program (see 6/25/76 Fed. Reg., p. 26192). The amended 
regulations require additional language on the application forms that emphasizes 
the application is being made to receive federal and state assistance; states 
that school officials may, when there is a question, verify information on the 
application; and states that deliberate misrepresentation of information may 
subject the applicant to prosecution under applicable state and federal statutes.
Finalized regulations implementing the Child Care Food Program appeared in the 
6/25/76 Fed. Reg., p. 26179. State plans for program operations must include 
plans for audits eventually to be conducted not less than once every two years, 
and the regulations further require audits by state agencies, CPAs or LPAs.
COMMUNITY SERVICES ADMINISTRATION
Several program regulations have been proposed to be consolidated to improve the
grant application procedures (see 6/29/76 Fed. Reg., p. 26685). The regulations 
for grants under Title VII of the Community Services Act calls for certification 
of a grantee’s accounting system by a CPA or LPA. Comments are due by 7/29/76.
FEDERAL ELECTION COMMISSION
The AICPA's "Compliance with Federal Election Campaign Requirements: A  Guide for
Candidates" will be released in mid-July. It was originally slated for release
in April but was delayed pending action on the Federal Election Campaign Act 
Amendments of 1976. The guide has been revised to reflect the amendments in 
order to provide an up-to-date source of information for the upcoming elections. 
Sections of the law that were modified by the 1976 amendments include the 
following:
• Limitations on campaign expenditures
• The treatment of legal and accounting services
• Definitions of certain contributions and expenditures
• Certain recordkeeping and reporting requirements
• Power and administrative duties of the FEC
• Enforcement procedures and penalties for violations.
A  special feature of the guide is a compilation of federal election campaign 
laws illustrating those sections both deleted and added by the 1976 amendments. 
For a more detailed report on the contents of the guide prior to these revisions, 
see the March Journal of Accountancy. Copies of the book can be obtained from 
the Institute's Order Department; the price is $15; $12 to AICPA members.
Proposed regulations covering those parts of the Federal Election Campaign Act
which interpret the Presidential Election Campaign Fund Act have been published 
(see 6/25/76 Fed. Reg., p. 26396). A hearing will be held 7/7/76, and written 
comments are due by 7/9/76.
FEDERAL ENERGY ADMINISTRATION
The first meeting of the Advisory Committee on Energy Finance was held June 18. Com­
merce Secretary Richardson, speaking as the Chairman of the Energy Resources
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Council, requested that the members provide government with advice on what the 
private sector could do with respect to meeting the nation’s energy demands and 
to help the government in its efforts to meet energy goals. Part of the meeting 
was devoted to establishing Subcommittees, and Richard Walker, CPA, has been 
named to the GAS (Natural & LNG) Subcommittee. Meetings will be held quarterly.
GENERAL ACCOUNTING OFFICE
"Lessons We Can Learn From the Equity Funding Scandal" is one of the articles con­
tained in The GAO Review, written by Donald L. Scantlebury and John K. Schultz, 
(Volume 11, Issue 2). The GAO Review is published on a quarterly basis and may 
be ordered through the GPO for $1.80 per copy or $7.00 per year.
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
Interim regulations implementing 1975 amendments to the Community Mental Health 
Centers Act appeared in the 6/30/76 Fed. Reg., p. 26906. These amendments 
redefined the scope of services and authorized certain new support programs.
The regulations also require assurances of fiscal control and fund accounting 
procedures, and incorporate by reference the DHEW administrative provisions in 
45 CFR Part 74.
Testimony during hearings on the HEW 1977 budget indicated grave concern for an
increase over the years in overhead costs of recipient institutions. The House 
Appropriations Committee report (H94-1219) also calls for the inclusion of "cost 
competition as an element of consideration in the grant approval process, in 
order to encourage economy and efficiency on the part of grant recipients." The 
appropriations bill (HR 14232) includes $496 million for the Community Services 
Administration, an increase of $162 million over the budget request but $25 
million under this year. The Committee admonished the CSA to make every effort 
to improve its monitoring of grants and contracts.
LA BO R, DEPARTMENT OF
Regulations clarifying and simplifying the reporting and disclosure requirements for
pension plans required to file financial information under ERISA will be issued 
in the near future. The regulations are being developed based upon comments 
received on the proposed rulemaking for annual reporting requirements for employee 
benefit plans issued November 19, 1975.
Revised regulations on the affirmative obligation of federal contractors and sub­
contractors with respect to the employment of disabled and Viet Nam era veterans 
have been issued. The regulations now extend to subcontractors below the first 
tier and, in addition, require contractors to retain, at each establishment, 
records of jobs listed with state employment services and to file quarterly 
reports regarding their employment practices.
Finalized regulations under the CETA program for comprehensive manpower and grants 
to a r e a s  o f  h i g h  u n e m p l o y m e n t  a p p e a r  i n  t h e  6 / 2 5 / 7 6  F e d . R e g . ,  p p .  2 6 3 3 4 - 8 4 .  
Section 98.6, Audit, specifies that grantee audits may be conducted by certified 
or licensed public accountants.
SECURITIES AND EXCHANGE COMMISSION
The Civil Service Commission has rejected a recent SEC proposal that the CPA certi­
ficate be required for accounting jobs in gardes GS-13 and above. CSC did agree,
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however, with the SBC contention that CPAs have shown they possess skills that 
would enhance their performance in the agency's high-level accounting jobs.
CSC has therefore advised its examining offices to ensure that adequate credit 
is given in the rating process to the attainment of the CPA in addition to other 
experience and training that has demonstrated a high degree of competence in 
the accounting field appropriate for SEC positions.
Chairman Hills has expressed concern over provisions in the Tax Reform Act being 
considered by the Senate which "would severely restrict the Commission's 
ability to obtain and utilize tax return information." In testimony before the 
House Government Operations Commerce Subcommittee, Mr. Hills was asked whether 
he has met with Treasury Department officials to try and work out an exemption 
for the SEC. Rep, Drinan (D-MA), also a member of the Judiciary Committee, stated 
that that committee would look favorably upon such an agreement.
Mr. Hills also asked for improved authority over foreign banks and individuals 
who violate U.S. securities laws.
SMALL BUSINESS ADMINISTRATION
"Incorporating a Small Business" is another in the series of "Management Aides" (No. 
223) for small manufacturers. Its purpose is to acquaint owner-managers with 
some of the basic steps involved once the decision to incorporate has been made.
Another "Small Marketers Aid" has also been released entitled "Efficient 
Lighting in Small Stores" (No. 157). The pamphlet gives information on the cost 
of lighting, including effects on cost of air conditioning; various light sources; 
lighting levels; fixture patterns; and types of fixtures. Copies of these aids 
are available free from SBA field offices and the Washington headquarters (202/ 
653-6365).
Proposed regulations to permit SBICs to deposit funds not needed for current opera­
tions in savings accounts in any bank which is a member of the FDIC have been 
released (see 6/29/76 Fed. Reg., p. 26716). Comments are due by 7/29/76.
TRANSPORTATION, DEPARTMENT OF
The format for submission of projected amount of appropriate maintenance to be per­
formed and capital expenditures to be made for railroad facilities in each of the 
years 1976-1985 appears in the 6/22/76 Fed. Reg., p. 25069. This publication is 
pursuant to the Capital Needs Study being conducted by the Federal Railroad 
Administration under the Railroad Revitalization and Regulatory Reform Act. 
Information required by this section is to be submitted no later than 8/3/76.
For additional information, contact Mr. James Newkirk at 202/426-0771.
TREASURY, DEPARTMENT OF
A bill to revise the tax treatment of stock options transactions has been introduced 
by Sen. Percy (R-IL). It is identical to HR 12224 which has been reported by 
the House Ways and Means Committee.
The President signed the tax bill which will prevent an increase in personal with­
holding taxes. The President used this opportunity to chide the Congress for its 
delay on earning forward with a more substantive tax reform measure.
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"Qjickie divorces" merely for tax avoidance purposes will be treated as "sham
transactions," the IRS has announced. Revenue ruling 76-255 contains a set of 
examples under which a couple who secure a foreign divorce and remarries early 
in the next year will still be considered married for tax purposes.
Sidney Davidson, CPA, has been appointed as a public member of the 40-member
National Advisory Committee on Banking Policies and Practices. The group meets 
twice a year for consultation and suggestions to the Comptroller’s Office which 
is responsible for regulation of some 4700 national banks. Mr. Davidson has 
been on the faculty of the Graduate School of Business of the University of 
Chicago since 1958 and has occupied the Arthur Young Chair of Accounting since 
its establishment in 1962.
"Audit of Fiduciary Income Tax Returns by the IRS" is the title of a recent GAO 
report (GGD-76-33) to the Joint Committee on Internal Revenue Taxation which 
contains an analysis of what the IRS has done and is doing to provide more 
effective audit coverage of income from estates and trusts. Copies of the 
report may be obtained from the GAO Reports Section for $1.00 each.
"Preliminary Report, Statistics of Income - 1974, Individual Income Tax Returns"
(Pub. 198, 5-76) provides preliminary estimates of taxpayers’ income exemptions,
deductions and tax, as well as information on the special 1974 rebate and non- 
taxable returns. Copies of the report are available for $.65 each from the GPO.
SPECIAL: ACIR Issues Report on Federalism
"In Respect to Realities" is the title of a recent ACIR report synopsizing the 1975 
report on federalism. The title reflects the overriding concern in the nation 
respecting new programs, and a rising demand to reexamine and reevaluate existing 
ones. Each year the Commission analyzes the state of the federal system and 
highlights trends and key events at all levels. The theme of introspection 
dominated governmental activities in 1975. Copies of the report are available 
by calling the Commission at 202/382-2116 and requesting report M103.
SPECIAL: Supreme Court Limits Fifth Amendment Protection
The Supreme Court ruled this past week that the Fifth Amendment privilege against 
self-incrimination does not extend to a situation in which an individual’s busi­
ness records are seized based on a valid search warrant and are later used at 
trial to support a conviction on criminal charges. The Court distinguished the 
search warrant situation from that in which a subpoena is used stating that the 
protection afforded by the self-incrimination clause of the Fifth Amendment 
"adheres basically to the person, not to information that may incriminate him." 
The Court added that while the Fifth Amendment may protect an individual from 
complying with a subpoena for the production of his personal records in his 
possession because the very act of production may constitute ccmpulsory authenti­
cation of incriminating information, seizure of the same materials by law-  
enforcement officers differs in a crucial respect —  the individual against 
whom the search is directed is not required to aid in the discovery, production, 
or authentication of incriminating evidence. (Andresen v. Maryland, Docket No. 
74-1646, 6/29/76).
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SPECIAL: Two JFMIP Publications Are Available
"Initiatives for Improving Governmental Audits" is the summary of the proceedings 
of the joint conference of intergovernmental audit forums held last January, 
will form the basis of a plan for future action of the forums over the next 
several years.
"Money Management Study" is the title of an interagency task group report 
which undertook to review the present money management system utilized by the 
federal government. The study team sought to determine what are the current 
money management policies, procedures and practices at the operating agency 
level as well as to evaluate the effectiveness of these policies and to 
analyze alternate courses of action and finally to make recommendations to 
improve the system.
Copies of these publications are available by calling the Joint Financial 
Management Improvement Program Executive Office at 202/376-5415.
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